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Sir: 


On behalf of the Board of 
Directors and in accordance with 
section 75(3) of the Financial 
Administration Act, we have the 
honor to submit the Annual 
Report of Northern Transportation 
Company Limited for the year 
ended December 31, 1976. 


During the year under review a 
total marine volume of 284,000 
tons was handled. This constitutes 
a decline of 63,000 tons or 18% 
when compared to the 1975 
traffic volume of 347,000 tons. 
Freight destined for the 
Mackenzie sector dropped by 
40,000 tons but more financially 
significant was the decrease of 
31,000 tons or 84% to the Alaska 
North Slope. The Company 
registered a slight increase of 
6,000 tons in the Athabasca Area 
and a modest increase of 2,000 
tons in the District of Keewatin in 
the second year of service. 


Despite the drastic decrease in 
marine tonnage some marked 
improvement in financial 
performance was achieved over 
last year. Revenues from all 
sources were $23,301,505, down 
1.5% from last year but, as a 
result of several major 


operational cutbacks effected 
during the year, controllable 
operating costs (exclusive of 
depreciation and interest 
charges) showed an 
improvement over the previous 12 
months of $2.0 million. However, 
the net loss for the year was 
$5,388,135 when interest on debt 
of $4,580,267 was included. 


For reasons largely beyond its 
control, the Company has in the 
past four years been subjected to 
Qa continuous decline in tonnages 
handled as well as the mounting 
pressures of higher wages and 
the rising cost of supplies and 
services. In the face of these 
difficult times the Board |s 
pleased to report that 
management was successful in 
improving the Company's 
operations, inasmuch as 
substantial efficiencies have 
been effected, the organizational 
structure has been strengthened 
and there is a stronger sense of 
common cause and purpose 
among employees. 


In addition, three new measures 
were taken this year to 
ameliorate the Company's 
financial performance. 


The Company undertook a 
detailed financial analysis of its 
assets and operating conditions 
and submitted a refinancing 
proposal which ultimately 
resulted in the Government of 


Canada converting $24.9 million 
of existing debt info common 
equity capital. This conversion will 
result in lower interest payments 
in future years and will ease the 
burden on the Company's cash 
flow position. 


Marine equipment will 
henceforth, be depreciated on a 
“unit of production” basis which 
involves taking into account the 
level of fleet utilization in any 
given year, as well as a normal 
obsolescence factor established 
by accepted accounting 
principles. This method will prove 
beneficial during years of 
declining freight volumes when it 
is necessary to de-activate a 
portion of the fleet. 


A tariff restructuring study was 
undertaken to determine the 
feasibility of progressing towards 
a total cost recovery system 
related to each commodity in 
each area of operation. This will 
require short and long-term 
rectification of the inhérent 
inequities, Discussions conceming 
this study are continuing at the 
time of submission of this report. 


Marine Operations 

Favourable operating conditions 
persisted throughout the 
Athabasca, Mackenzie River, 
Western Arctic and Keewatin 
route systems during the majority 
of the 1976 shipping season. As a 
result of the auspicious sailing 


conditions, the fleet was able to 
deliver tis cargoes and effect an 
earlier return to home port thus 
affording additional time for 
shipyard inspections and planned 
maintenance. 

In keeping with the tonnage 
reductions which were forecast 
for the 1976 shipping season the 
Company de-activated 10 
vessels, thus substantially 
reducing the year’s marine 
operating costs. In response To 
Me COMMAUING GECline IN trelgnt 
expectations, the Company 
plans fo lay up an additional 2 
vessels during the 1977 
navigational season 


Trucking Operations 
Grimshaw Trucking and 
Distributing Limited, a 
wholly-owned subsidiary, is a 
common carrier operating over 
250 units of rolling stock and ten 
terminals, three of which are 
located in the Northwest 
Territories. The Company's 
service, consisting of 
inter-community movement of 
general commedities and 
contract transportation, 
complements the water 
transportation system making 
intermodal service possible at 
Hay River, Northwest Terrifories, 
and For McMurray, Alberta. The 
year produced a record traffic 
volume of over 170 million 
pounds, resulting in a Modest 


profit fo the Company 


Air Cushion Vehicles 

The Company's air cushion 
vehicles were once again utilized 
to support offshore Arctic drilling 
operations in the Beaufort Sea. 
The hovercraft were used 
principally for personnel transport, 
cargo resupply and safety 
standby services under contract 
to a major oil company. The 
demand for the type of service 
provided by these vehicles has 
diminished greatly in the past two 
years; therefore, if nas been 
decided fo suspend the 
operation until if can be 
economically sustained. 


Personnel 
During the past operating season, 
the work force reached a 
maximum of 903 persons, of 
whom 11 were permanent 
residents of the Northwest 
Territories, Wages and salaries 
amounted to $11,288,229 and the 
Company contributed $1,170,311 
fo pension plans and ofher group 
benefits. 


Bruce F, Willson and Robert D. 
Laing were appointed to the 
Board to replace Alfred B. 
Caywood who resigned after 
serving for seventeen years and 
Murray E. Watts who also 
resigned after serving for nine 
years. The Board of Directors wish 
to extend their appreciation for 
the support which was rendered 


by the retiring directors during the Beaufort Sea, which are the 
their association with the Company's prime areas of 
Company. operation. Northern 


Transportation is well prepared to 
cope with such develooments 
and should be capable of 
realizing the financial benefit that 
participation in them will afford, 


The directors and management 


Wage Agreements 

In the early part of the year, 
negotiations with the Canadian 
Merchant Service Guild and the 
seafarers’ International Union of 


Canada, representing 215 marine ane 
employees, resulted in a wage wish to express their appreciation 


agreement which will remain in fo all employees for the effort 

effect through 1977 and contioution made towards 
the results achieved in, what was 

ae Ing the latter part es the year in many respects, a difficult 

a two year agreement was 

aoe he cule Service ey ili 

Alliance of Canada which 

represents 280 non-supervisory 

shore personnel employed norin 

of the 60fh parallel. 


Outlook 

Northern Transportation is On behalf of the Board: 
Canada’s largest and most 

experienced northern marine 


transportation operator, As the 

owner of a modern fleet and AE A 

extensive strategic shore 

installations, the Company Is in a 

unique position to benefit from 

any substantial economic 

develooment in the North. The 

Company considers there Is a 

good prospect that the future jou 

North American demand for re eee 
ssured sources of hydrocarbon 

energy will, in the medium, if not 

a the short term, result in President and 

substantial exploration and Chief Executive Officer 

develooment projects in the February 28, 1977 

Mackenzie Valley corridor and Edmonton, Alberta 


S.D. Cameron 
Chairman of the Board 


L.R. Montpetit 
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CONSOLIDOTED 
STATEMENT 

OF INCOME AND 
EXPENSES 

FOr THS YeOr 
6NDED 


DECEMBET BI, 1976 


1976 
Income 
Clemewi stevens oo esas enn $19,940,800 
Parliamentary appropriation (Note 8) ...... 202,042 
Chanter, renigh GnG@ OINet wa wesc scans 3,158,663 
23,301 ,505 
Operating expense 
SCCONCUICCGS wate te eae 7,322,436 
ikelnnnilmelole celle ge flac ete ot ao cole 5,230,365 
Mainlenonce Gnd feiss meee cee reseed 5,097,841 
AOMInIsMOnon GAG MOMeiNgG ...9<..1.5. 0, 2,367,028 
Depreciation (NOTE 9) os c.g4 tye ceed nas 4,799,733 
24,81 7,403 
Net loss from operations .................. 1,515,898 
Other expense and income 
IMETESHOM CEO sarees aemnngee name oe Mac a era ae 4,580,267 
Gain on disposals of property 
CCS CUI OMIM Mamta teats ek eee tata eae (46,867) 
IMEKSS ICO C ar eaten ax ingee arnt ea ae (661 163) 
3,872,237 
Not lOSS ohn Sarat cts aca ete ee ee $ 5,388,135 


The accompanying notes are an integral part of the financial statements. 


1975 


$23,474,408 
771,108 


2,080,402 
26,325,918 


8,623,558 
5,996,987 
4,960,923 
2,388,399 


_ 5,747,340 
2157 Vt 2Oe 


1,391,289 


4,367,837 


(329,230) 


(113,270) 
3,925,337 


S$ 5,316,626 


CONSOLIDATED 1976 1975 


STOTEMENT Deficit (retained earnings) 
OF DECFICIT at beginning of year ................... $ 3,660,012  $(1,656,614) 
FOr THE Year Net loss forthe year ..................005: 5,388,135 Do 0;026 
CENDED Transfer from contributed surplus 
DECEMBEF BI 1976 (NOIG5/) ee ee ce orn aan nie aed iat (1 ,036,1 86) - 
: Deficit at end of year ..................... $ 8,011,961 $ 3,660,012 
CONSOLIDOTED 
TS 1976 isis 
OF CHANGES Mien bce nonce: 
Sale of property and equioment $ 204,040 $ 490,080 
FINQNCIAL POSITION Loans from Canada nee - 5,500,000 
FOr THE Yeor Issue Of Common shares (Note 6). 24,900,000 = 
ENDED 25,104,040 5,990,080 
DECEMBET BI 1976 | 
Funds applied 
Net Loss ree aes 5,388,135 OS'G/G26 
Less: Items not requiring 
CMOUTICY Ci MUNCIE ec. e awe 5,125,865 5,749,110 
Total funds used by (from) operations. 262,270 (432,484) 
Property and equipment ..... ee 524,687 S07 9/000 
Conversion of long-term debt 
LOLCOMMOMSAGSSe 4 fess sa et 7,437,000 — 
Other reduction of long-term debt 22,779 6,/14,943 
Transfer to insurance investment fund ...... 373,000 331,000 
8,619,736 9,992,695 
Increase (decrease) infunds ............. 16,484,304 (4,002,615) 
Working capital (deficiency) 
at beginning of year ................... (9,115,321) (Sil25 706) 
Working capital (deficiency) 
GtLendiol yearn ee $ 7,368,983 ($9,115,321) 


The accompanying notes are an integral part of the financial statements. 


Morcnern 
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COMPANY 
LIMIGED 


QND 
SUBSIDIOrY 
COMPOANICS 


(Incorporated under the 
Canada Corporations Act) 


CONSOLIDOTED 
BQLONCG SHEET 
OS OT 

DECEMBET SI, 1976 


ASSETS 


Current assets 
Go Te Ree ner ary, Pee Res Meitcd to 
Short-term bank deposits 
ACCOUMS.NECEINODIG® cc ben cdp ewe utes er 
Operating and general supplies 
Prepaid expense 


Insurance investment fund 
SNOM=IENINOCAK-GECOSIS fy anes. cp acca, 
Property and equipment (Note 2) 


Land, buildings and equipment, 
©1 COS 


Extra-provincial trucking authorities 
(Note 3) 


1976 


$ 602,717 
8,700,000 
2,073,578 
1,7A ,563 

127,538 


13,295,396 


1,004,000 


93,290,834 
42,908,288 


50,382,546 


$64,681 ,942 


1975 


$ 449,262 
5,000,000 
4,233,161] 
128975292 


118,550 
11,698,225 


631,000 


94,147,325 


39,465,003 


94,682,322 


132,442 


$67,143,989 


The accompanying notes are an integral part of the financial statements. 


LIOBILITIES QND SHOrPEHOLDErsS GQUITY 


1976 1975 
Current liabilities 

Bank indebtedness (Note 4) .......0..0.000. $ 425,603 $ 369,004 

Accounts payable and 
GCEMEO NGONIMNSS.- 0s iopsetiarwee? toes w Pon 1,584,022 3,080,329 
RECRISCIMECTES i nntc ound bh atten Soba 6 tee 3,761 ,788 5,649,213 
Current portion of long-term debt .......... 155,000 11,715,000 
5,926,413 20,813,546 
Long-term debt (Note 5) .................. 40,711,490 48,171,269 
Provision for insurance .................... 1,004,000 631,000 


Shareholders’ equity 
Share capital (Note 6) 
Authorized — 400,000 common shares 
of no par value 


Issued — 250,520 shares fully paid ... 25,052,000 152,000 
Coniribuled surolus (NOTE 7) oa cs enna nee - 1,036,186 
STG ermine Air tetera cheetah neat aramton ae (8,011,961) (3,660,01 2) 


17,040,039 (2,471 ,826) 
$64,681,942 $67,143,989 


Approved on behalf of the Board 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
OS AT DECEMBET Bl I976 


1. 


Accounting Policies 


Principles of Consolidation 
The consolidated financial statements include the accounts 
of the company and its’ subsidiaries, Yellowknife Transporta- 
tion Company Limited and Grimshaw Trucking and Distribut- 
ing Ltd. both of which are wholly owned, Goodwill arising on 
acquisition has been written off. 


Operating and General Supplies 
Operating and general supplies are valued at the lower of 
cost or estimated replacement cost. 


Depreciation 

Boats and barges are depreciated on a unit of production 
basis taking into account their estimated ton-mile productive 
capacity over a 15 year period with a minimum depreciation 
charge of four per cent per annum calculated on a 25 year 
maximum useful life. The cost of other depreciable assets |s 
amortized over their estimated useful lives on a straight-line 
basis. 


Insurance Investment Fund — Provision For Insurance 

It is the policy of the company to carry general and third party 
liability insurance. The company is self-insured for physical loss 
or damage to real property and equipment except for marine 
floating equipment based at Churchill, Manitoba, buildings 
and certain other equipment which are insured in total for 
$24 300,000. A fund in respect to self-insured losses is being 
established by annual charges against income. 


Property and Equipment 


Basis of 
1976 1975 Depreciation 
Land SOR tenga: $1511,911 $ 1,496,761 
Boats and barges 57,755,703 58,379,702 Ton-miles basis 
Other equipment 15,981 ,258 16,332,123 5 to 10 years 
Buildings, other structures 
and site development 18,041,962 17,938,739 10 to 20 years 
93,290,834 94) 47,325 
Accumulated depreciation 42,908,288 39,465,003 
$50,382,546 $54,682322 


Extra-Provincial Trucking Authorities 
The cost of intangible assets has been written off during the 
year, 


Bank Indebtedness 

The accounts receivable of a subsidiary company are as- 
signed as collateral security. 

Long-Term Debt 


Loans from Canada totalling $40,700,000 are repayable in 
varying annual amounts through 19M and bear interest at an 
average weighted rate of 7.68 per cent. A mortgage of 


10. 


$166,490 is owing by a subsidiary company. The mortgage 
bears interest at the prime bank rate plus 1-1/4 per cent. If is 
secured by a charge against that company’s property and is 
repayable in equal monthly installments through April 1983. 
Aggregate repayment requirements over the next five years 


£ 


are as follows: 
977 $155,000 
978 169,000 
1979 185,000 
1980 201,000 
981 219,000 
Share Capital — Long-Term Debt 
Supplementary letters patent were issued during the year in- 
creasing the authorized capital of the company by 350,000 


common shares of no par value. Subsequent to this and pur- 
suant to Order-In-Council P.C. 1976-2607, loans and advances 
from Canada totalling $24,900,000 were converted into 
249,000 fully paid no par value common shares. 


Contributed Surplus — Deficit 


During the year $1,036,186 was transferred from contributed 
surplus and applied against the accumulated deficit. 


Parliamentary Appropriation 

Parliament approved payment of $202,042 to the company 
to defray the excess of costs incurred over revenue earned 
from the 1976 Keewatin resupply operation. 


Change in Accounting Policy 

The method of computing depreciation on boats and barges 
was changed during the year to more closely match the 
depreciation charge with the level of capacity actually 
utilized in any given year. Had the previous method of depre- 
ciating the cost over 15 years on a straight-line basis been used 
in 1976, the net loss for the year would have increased by 
$1,280,000, The comparative figures have not been restated to 
reflect this change. 


Income Taxes 


The company has a tax loss carry forward of approximately 
$577,000 which can be applied to reduce income otherwise” 
taxable, eamed during the next five years. In addition, the 
company has claimed for income tax purposes certain ex- 
penses, principally capital cost allowances on depreciable 
assets, in amounts lower than those charged against opera- 
tions. Accordingly, income taxes payable on income of fu- 
fure years may be reduced by claiming allowances for tax 
purposes in excess of amounts charged against operations. 
At December 31, 1976, the undepreciated capital cost ex- 
ceeds the net book value of depreciable assets by approxi- 
mately $13,500,000 


11. 


12: 


13. 


14. 


15. 


Comparative Figures’ 

Certain reclassifications have been made in the accourts in 
1976 and the 1975 figures presented for comparative pur- 
poses have been restated fo conform with the revised clas- 
sifications. Reported earnings are unaffected by these 
changes. 


Lease Commitments 

The company leases certain equipment, land and real es- 
tate under long-term contracts and is committed in 1977 to 
rental payments of $544,000; 1978 — $399,000; 1979 — 
$304,000; 1980 — $283,000 and 1981 — $101,000. 


Pension Plan 


The company participates in the Eldorado Pension Plan 
(1959) covering all the regular employees of Northern Trans- 
portation Company Limited, Annual pension costs are 
funded and accounted for at rates confirmed by the consult- 


ing actuary pursuant to period 
interim review as of December 3 


ic actuarial valuations. An 


1975, on the position of the 


pension fund indicates an estimated deficiency attributable 


to Northern Transportation Com 


pany Limited of $1,100,000. 


Annual payments over the next 
$185,000 would be required to fu 


five years of approximately 


nd a liability of this amount. 


An actuarial report as of December 31, 1976, is currently in 
progress and the results thereof will determine the actual 
contributions required from the company to meet the defi- 
ciency, pursuant to the trust deed and the Pension Benefits 
Standards Act. 


Remuneration of Directors and Officers 
1976 1975 
Number Amount Number Amount 


Norther Transportation 
Company Limited 


As directors Vl S. 8500 44 Sueno 4010) 
As officers 5 165,500 8 274138 
Officers who also served 
as directors 3 3 
Grimshaw Trucking and 
Distributing Ltd 
As directors 5 1,500 6 2,000 
As officers 3 30,000 5 30,000 
Officers who also served 
as directors 2 2 


The number and remuneration of directors and officers re- 
ported above includes all persons who acted in either 
capacity at any time during the year. 


Federal Anti-inflation Legislation 

The company is subject to the Anti-Inflation Act which pro- 
vides for the restraint of profit margins, prices, dividends and 
compensation. Management is of the opinion that the com- 
pany has complied with the intent of the Act and Regulations 
and that no significant liability will arise as a result of the 
legislation. 


QUDITO! GENEratsS rePOrT 


Ottawa, Ontario, 
KiA OG6. 


February 18, 1977 


The Honourable Otto Lang, P.C., M.P., 
Minister of Transport, 

Ottawa, Ontario, 

K1iA 0G6. 


Dear Mr. Lang, 


| have examined the consolidated balance sheet of 
Northern Transportation Company Limited as at December 
31, 1976 and the consolidated statements of income and 
expense, deficit and changes in financial position for the 
year then ended. My examination was made in accor- 
dance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as | 
considered necessary In the circumstances. 


In my opinion, these consolidated financial statements 
give a true and fair view of the financial position of the 
Company as at December 31, 1976, and the results of its 
operations and the changes in financial position for the 
year then ended in accordance with generally accepted 
accounting principles applied, except for the change in 
depreciation policy referred to in Note 9 to the financial 
statements, on a basis consistent with that of the preceding 
year, 


| further report that, in my opinion, proper books of 
account have been kept by the Company, the financial 
statements are in agreement therewith and the transac- 
tions that have come under my notice have been within its 
statutory POWerS. 


Yours sincerely, 


J.J. Macdonell 
Auditor General of Canada. 
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